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TITLE OF REPORT: Financial Position 2020/21  COVID 19 Implications 
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(Local Government 
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12A)  

No Not applicable 

KEY DECISION: No If yes, date of publication:  

 

1. Purpose of Report 
 

1.1. The report informs Councillors of the current financial forecast for the Council’s 
Revenue Budget in 2020/21 in the wake of the COVID 19 pandemic. 

2. Recommendations  
 

2.1. Not applicable, this report is for information purposes only. 

3. Reasons for Recommendations and Background 
 

Summary  

 

3.1. The current forecast of the Council’s Cash Flow until the end of the year indicates 
that while our cash balances are dwindling, we will maintain a positive balance and 
will not need to borrow to finance expenditure during the year. 

3.2. Without COVID 19 impacting us this year we would be forecasting a Surplus of 
£288,000 for the 2020/21 Financial Year at this stage. 
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3.3. Estimating the cost of COVID 19 and the impact on our revenues is difficult at this 
stage and all figures need to be viewed as early estimates at a time of great 
uncertainty. 

3.4. Our reasonable worst case scenario forecast is for extra spending of £2.8m and 
£371,000 net loss of income assuming the Government provides a grant of around 
45% of the income funds we lose. 

3.5. Combined with our normal budgetary activity this produces a net forecast loss for 
the year of £2.9m. 

3.6. This figure is reduced by £1,055,000 (less £16,000 of funds applied to expenditure 
in 2019/20) of additional Government Grant to assist the Council deal with COVID 
19 pressures.  The Council has also received £130,000 of New Burden Funding for 
the processing of Business Grants in the first 4 months of the year which will also 
help lower the overspend. 

3.7. Combining al the spending pressure, net loss of sales, fees & charges income and 
the predicted budget surplus from our normal activities outside of the impact of 
COVID 19, produces a forecast net overspend position for 2020/21 of £1.75m at 
this stage. 

3.8. In addition, the Council faces the loss of revenue from people switching from being 
Council Tax Payers to moving onto Council Tax Support and increased costs 
stemming from individuals not paying their Council Tax and Businesses not paying 
their business rates.  Increased Council Tax Support Costs are expected to be 
£130,000.  The level of failure to pay the HBC element of the Council Tax could be 
as much as £450,000 for 2020/21 and we could lose £685,000 of Business Rates in 
2020/21.  This adds a further £1.265m to the financial hit stemming from COVID 19.   

3.9. The loss of  income in relation to Council Tax Support, and failure to pay Council Tax 
and Business Rates will not crystallise until the 2021/22 financial year due to the 
statutory accounting requirement around local government finance. This reduces 
the immediate impact for the 2020/21 financial year but produces a double 
whammy in 2021/22.  In 2021/22 we will be required to downturn the expected 
revenues for 2021/22 from Council Tax, Council Tax Support  and Business Rates 
that is used to finance the Budget, as well as adjusting for the losses in 2020/21.  
Discussions are underway with the Government to change the accounting rules in 
these areas to spread some of the impact over a number of future years, but details 
have not yet emerged and there is no certainty at this stage any changes will be 
approved. 

3.10. The financial impact in 2020/21 and 2021/22 from COVID 19 will therefore be 
challenging for the Council, but given our previous strong track record around 
financial management it should be possible to manage the consequences 
effectively within our overall financial reserves. 

3.11. The Government intends to redistribute funding among local councils from 
2021/22 via their Fair Funding Review.  This may add to the financial pressures the 
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Council faces in that year and beyond if resources are transferred away from the 
Council to other parts of local government. 

Detail 

 

Cash Flow Pressures 2020/21 

3.12. At the start of the Lockdown there was significant concern that Council revenues 
from Council Tax and Business Rates would plummet as individuals and business 
stopped making payments due to the financial uncertainties caused by the crisis.  
There was also a concern that the Council would need to commit to spend 
extensively outside its normal Budget to help protect the vulnerable and ensure 
that key services continued to operate. 

3.13. Initial early estimates indicated the Council could potentially have exhausted its 
available cash within the first 3 months of the new financial year.  Steps were taken 
to secure an overdraft facility with our Bank and we laid plans to borrow 
substantial sums from the Public Works Loan Board if necessary.   We also flagged 
to the other Preceptors on the Collection Fund that we might not be able to make 
the full payments they were expecting during the year. 

3.14. The immediate squeeze on our cash position was eased with the arrival of funding 
from BEIS for Business Grants and the threat of running out of cash was further 
alleviated by the Government agreeing to move forward the dates on which 
Government Grants would be paid to Councils and defer payments from Councils to 
them.   

3.15. Tax Revenue streams have decreased by around 10% but have not plummeted to 
the 50% or below figure we initially feared.  This is potentially due to the 
Government’s furlough scheme which has secured most people’s income in some 
format over the initial part of the year and allowed many businesses to continue to 
operate and pay business rates over the period. 

3.16. It now looks likely that the Council will be able to operate through 2020/21 with a 
positive though dwindling cash position and if the current situation does not 
change too dramatically our cash position should improve in early 2021/22, with an 
expected  upsurge in tax payments at the start of the next financial year. 

 

COVID 19 Revenue Budget Pressure 2020/21 

3.17. There are a number of new and different financial pressures stemming from COVID 
19 that impact on the Council’s overall financial position.  At this stage it is not 
possible to estimate with a high degree of accuracy the additional costs the Council 
might incur or the level of revenue loss it might suffer.  This is because at this point 
in the year it is still unclear whether the virus will continue to spread and require  
social distancing and quarantine measures to continue or we can return to a more 
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normal way of operating.  It is also unclear whether the full financial impact of the 
virus has yet hit the economy and how severe the downturn will be in terms of job 
losses, business cutbacks and closedowns and a reduction of financial spending 
power in the local and national economy. 

3.18. Work will continue to be undertaken to track and monitor the financial impact of 
the virus and to improve the forecast throughout the year.  Regular updates will be 
provided to the Cabinet in the normal way at each of its scheduled meetings. 

3.19. The figures below are therefore presented in that context.  A summary of the 
figures is provided at Appendix 1. 

 

Hyndburn Leisure  £900,000 

   

 
Hyndburn Leisure is the key organisation in the Borough for the provision of health and well-being 
activities to the local community.  It generates around £2m in revenue every year with a similar 
expenditure profile.  This tends to leave it just breaking even or making a small loss each year.  As 
such it has no financial reserves. 
 
The Council’s Grant has reduced from over £1m in 2011/12  to £75,000 in 2020/21 and the Trust 
has improved how it operates, introduced new income lines, boosted revenues in other areas and 
improved its efficiency and reduced its operational expenditure in order to adjust to the loss of 
subsidy from the Council. 
 
In recent years, with the Council’s support and investment it has been moving towards self-
sufficiency and ensuring it could operate a regular and sustainable financial surplus. 
 
The Trust was on course to operate close to a break even position in 2019/20 ahead of the 
Lockdown and had plans to achieve a breakeven position in 2020/21 and a surplus in 2021/22, 
despite the ending of direct Council support. 
 
The Lockdown has caused the Trust to lose a significant amount of income and it is expected that 
it  will take many months at least to recover to its normal turnover as COVID 19 measures are 
relaxed and customers return.  During this period when its income levels are supressed it will 
continue to operate at a loss. 
 
The Trust  have acted financially responsibly during COVID 19 and  have taken a number of 
prudent steps to manage their financial position  during this period.  These include closing 
facilities, furloughing staff, terminating payments to outside suppliers, renegotiating contracts 
were possible and generating additional income by applying for grants, as well as staff 
undertaking new income generating roles where possible.  This limited the Trust’s financial loss 
over this period, but did not remove it.  The Council continued to support the Trust during this 
period by continuing to cash flow the Trust’s payroll and suspending recovery action for payroll 
costs outstanding.  This has allowed the Trust to meet the other operating costs it faces and not 
default on its liabilities.  The Trust continued during this period to meet the cost of loans it has 
with the Council. 
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Despite the actions taken by the Trust they will still operate at a significant financial loss in 
2020/21 without external support.  Hyndburn Leisure have estimated that they will incur a 
£605,000 operating deficit in 2020/21.  However, this was before the latest lockdown measures 
were applied to Hyndburn and therefore the deficit forecast has been increased here to £900,000 
to anticipate the additional financial impact they may now face. 
 
The Government has indicated they intend to provide some financial assistance to Leisure Trusts 
recognising the importance of their role in the community.  It is not expected that this will cover 
the full financial impact of COVID 19 and therefore the Council will need to assist by providing 
additional funds to ensure the Trust remains solvent.  At this stage the estimate for the help 
needed is £900,000 based on an average of £100,000 a month for the remaining 9 months of the 
financial year for which they will be open.  This figure will reduce if the Government funding for 
Leisure Trusts is forthcoming. 
 

 

Rough Sleeping & 
Homelessness 

 £50,000 

   

 
At the start of the pandemic in the UK, the Government urged all Council to remove as many 
rough sleepers from living on  the streets as possible and reduce the incidents of homelessness 
throughout the pandemic.  This was due to fears that these 2 groups would be especially 
vulnerable to the virus and also potentially that they would be  transmitters of the virus to other 
vulnerable people and the wider community. 
 
To assist in freeing up as many NHS beds as possible to be available to treat an expected upsurge 
in admissions from severe COVID 19 cases, our Housing Team took action to ensure there was 
accommodation available for those awaiting discharge from hospital who would be homeless or 
had no fixed abode.  In addition, they worked with Onward Homes to provide 4 furnished flats for 
those required to self-isolate when they had  no other alternative arrangements, steps  were also 
taken to ensure emergency accommodation was always available and additional capacity was 
created in the private rented sector for up to 5 households. 
 
The estimated spend in this area for the year is £50,000, with £20,000 spent to date reduced by 
£4,000 of specific funding for this area with the expectation that costs will be higher in the latter 
part of the year, if a second wave hits through the winter months. 
 
 
 

 

 

Hyndburn Hub  £488,000 

   

 
At the start of the Lockdown in the UK, the Government required all Councils to create a resource 
to assist their local communities mitigate the most severe risks to their population from the virus 
and the lockdown measures.   
 
In Hyndburn we developed our response under the “Hyndburn Hub” branding. The Hub has 
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operated successfully from the first few days of the crisis and provided enormous support to the 
local community, ensuring their needs have been met and it will continue to operate until the 
pandemic ends.  
 
It has taken the lead in ensuring the local community is fully informed of the dangers the virus 
presents, what action everyone should take to stay safe and protect others, how to behave when 
interacting with others, what the most vulnerable should and should not do and providing help to 
those who have struggled through this period, by providing advice, assistance, food, medical 
supplies and meeting other requests.  It has also been the key lynchpin between the Council and 
the various community organisations and charities that have offered support and help during this 
period and co-ordinated their efforts to provide a sustainable and effective response to the threat 
of the virus. 
 
If it needs to operate to the end of the financial year and provide food parcels over that period to 
the most vulnerable the estimated cost is expected to be £488,000.  If the NHS continues to fund 
the shielded or other means of financing the food to the most vulnerable is found or it is not 
needed the costs should reduce substantially. At this point with infection rates still not 
substantially decreasing and a potential second wave nationally later in the year, we are 
continuing to operate on the assumption that the Hub will operate to the end of the financial year 
and that a ramp up in operating costs will occur. 
 
    
 
 

 

ICT additional investment  £150,000 

   

 
COVID 19 has forced the Council to dramatically alter many of the ways it works including looking 
to protect its staff by allowing them to work from home for elongated periods.  This has required 
the Council to invest in new ICT equipment to allow home working by staff, upgrade back office 
systems to facilitate the changes, enhance and acquire new hardware and software and redesign 
work, control  and ICT processes.  These actions have largely ensured the Council was able to 
continue to deliver almost all of its services during the period of the lockdown.  The Council is now 
in a position to sustain a lengthy period of operation while social distancing and safety measures 
continue to operate  and the risk from the virus to service delivery has been minimised amongst 
the workforce. 
 
In addition, the Council has instigated a major upgraded to its Telephone System to ensure it can 
function remotely and thereby establish effective resilience for the key method of the public 
interacting with the Council.   
 
Until these changes began to be made the Council was relying on Contact Centre staff working 
from their normal office base with a potential risk that  the virus would be spread amongst the 
workforce and render the service inoperable.   The new technology allows staff to work from 
home as though they were in the office, handling calls and emails and interacting with other 
Council employees and the public as if they were in the office.  The new technology also provides 
additional capabilities around extending the working day and weekend working if this was ever 
required, as staff indicted, they were able to be more flexible if they could operate from home, if 
there was a need to provide a Call Centre Service outside normal office hours . 

Cemetery & Cremations  £45,000 
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Service 

   

 
An estimate of additional cost pressures around funeral services has been projected to cover 
overtime should the death rates increase in a second wave beyond the normal capacity of the 
Service for a sustained period. 
 
If death rates remain low within Hyndburn and we are not called upon to assist with funeral 
services from other areas, it should be possible to avoid these extra costs. 
  

 

Waste Services  £80,000 

   

 
These costs cover additional agency staff and the use of outside contractors as well as any extra 
costs around vehicle parts and servicing for Waste Services to ensure the service is able to fully 
functional at all times and household and trade waste continues to be collected, streets are swept 
clean and bins emptied etc. 
 
In the first part of the pandemic, staffing levels in these areas were largely maintained with 
difficulties only arising around the number of mechanics available to meet the demands around 
vehicle maintenance and repair.  An amount of work usually undertaken in house was outsourced 
at an extra cost to ensure the fleet was fully operational at this time.   Given the new  rules around 
the need to self-isolate if a work colleague tests positive, funds have been earmarked to meet the 
cost of agency staff to replace any teams lost in this way. 
 
If we do not suffer a workplace infection among critical key functions the predicted expenditure in 
this area should reduce. 
 
 

 

Planning & Development  £50,000 

   

 
This is an estimated cost of various necessary changes  needed to ICT systems in Planning & 
Development to allow the Department’s staff  to be fully functional from home, so that a full 
Planning & Development Service can continue to function even if staff are mainly working  from 
home and to ensure the service will be able to respond to all the legal requirements and customer 
interfaces requirements, while not operating from the office. 
 

 

Finance & Corporate Revenue 
& Benefits 

 £500,000 

   

 
We expect to see a significant increase in the non-payment of overpayments of Housing Benefits 
and the need to subsequently  increase the cost of the Bad Debt Provision and Write-Off amounts 
in year.  We suspended debt recovery during the first part of the year and any delay in instigating 
recovery action always leads to an upsurge in non-payment.  Additionally, the economic 
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consequences of the downturn in the economy will reduce many people’s individual financial 
circumstances and this will lead to less debt being repaid and more bad debts. 
 
 

 

Finance & Corporate Other  £508,000 

   

 
We expect to see a significant increase in the non-payment of debts owed to the Council and the 
need to subsequently  increase the cost of the Bad Debt Provision and Write-Off amounts in year.  
We suspended debt recovery during the first part of the year and any delay in instigating recovery 
action always leads to an upsurge in non-payment.  Additionally, the economic consequences of 
the downturn in the economy will reduce many people’s individual financial circumstances and 
this will lead to less debt being repaid and more bad debts.  We would expect that some 
individuals and companies owing money to the Council will go bankrupt during this period and 
default on the amounts owed to the Council.  We also expect to incur some additional Corporate 
Costs around financial contingencies to protect the Councils overall financial position. 
 
 

 

 

Personal Protective Equipment 
(PPE) 

 £60,000 

   

 
The Council is now incurring unbudgeted costs to meet the cost of safety measures to protect its 
staff and the public from the transmission of the virus.  It has purchased in line with Government 
recommendations and best practice additional cleaning materials, masks, gloves, and sanitiser 
since the start of the crisis.  It has also employed additional cleaners and is looking to redesign 
public areas to minimise the chance of the virus being transmitted in these work areas.  
 
 

 

 

Sales, Fees & Charges  £371,000 

   

 
The Council raises revenue from a variety of income streams from sales, fees and charges for 
services provided.  We currently estimate that we will lose around £681,000 in revenue from 
these sources during the year. 
 
The Government has indicated that it will provide financial assistance to Councils to replace some 
of the lost income it occurs.  Details of the precise scheme have yet to be announced, but we have 
assumed we will receive £310,000 of the £681,000 lost, which is 45%. This is a net  adverse 
variance impact of £371,000. 
 
 
The actual final figure will not be known until details of the Government scheme is announced 
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and we are able to calculate the exact income losses for the whole of the year. 
 

 

COVID 19 Revenue Budget Pressure 2021/22 

3.20. A number of the key financial consequences of the pandemic will not materialise 
until the 2021/22 financial year due to the statutory rules governing local authority 
accounting.  These are detailed immediately below.  In addition, there will be 
reductions in the Council’s available resources of Council Tax and Business Rates 
from for 2021/22 from the economic impact of COVID 19 and the expected hit to 
Revenue Support Grant from any redistribution of funding under the Government’s 
Fair Funding Review, the detail of which is due to be announced by the end of 
December 2020 and implemented for the financial year commencing on the 1st 
April 2021. 

3.21. At this stage the working assumption is that the direct financial costs of COVID 19 
end in the 2020/21 financial year and the extraordinary expenditure required in 
2020/21 is not repeated at all in 2021/22.  The assumption is that the impact on 
sales, fees and charges income levels similarly ceases.  If indications later emerge 
that this is not likely to be the case the forecasts for 2021/22 will be updated. 

Council Tax Support 
 

 £130,000 

   

 
The Council shares the cost of the lost revenue with the other Preceptors from households that 
are eligible to receive Council Tax Support. 
 
Cases have risen by 500 in the first 4 months of the year with each case costing the Preceptors 
around £1,300 in revenue.(assuming most are Band A properties with a single person discount v 
full payment ratio of 45/55).  It is expected the number of awards will increase further throughout 
the year as the furlough scheme ends and more employers make redundancies. If a further 500 
cases were added in each four month period  for the remainder of the year, this will lead to a loss 
of income to the Preceptor of £920,000  for the financial year with HBC share of 14% equal to 
£130,000. 
 
Due to the statutory financial rules around accounting for Council Tax the loss will not actually 
physically occur until the 2021/22 financial year. 
 

 

Council Tax  
 

 £450,000 

   

 
The Council shares the cost of the lost revenue with the other Preceptors from households that 
fail to pay Council Tax. 
 
In the first 3 months of the year collection rates are down and we expect the amount not paid to 
increase as the year progresses. Overall a 10% decrease in non-payment would reduce the 
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amount of Council Tax collected by £3.56m with HBC share equivalent to £450,000. 
 
As with Council Tax Support the accounting rules around these non-payments require that the 
loss of £450,000 manifest itself in the 2021/22 accounts not the 2020/21 current year. 
 
 
 

 

 

Business Rates  £685,000 

   

 
The Council shares funds raised from Business Rates with the Government, Lancashire County 
Council and the Fire and Rescue Authority. 
 
In the first 3 months of the year collection rates are down and we expect the amount not paid to 
increase as the year progresses. Overall a 10% decrease in non-payment would reduce the 
amount of Business Rates  collected by £1.370m with the HBC share equivalent to £685,000. 
 
As with Council Tax Support and Council Tax  the accounting rules around these non-payments 
require that the loss of £685,000 manifest itself in the 2021/22 accounts not the 2020/21 current 
year. 
 
 

 

 

3.22. The accounting rules for Local Government therefore defer the impact of £1.25m of 
financial losses stemming from increased Council Tax Support and the increase in 
non-payment of Council Tax and Business Rates into the 2021/22 financial year.  
However, as the financial impact of COVID 19 on households and businesses is 
likely to continue into 2021/22, the Council will be required to adjust the amount it 
anticipates it will receive in Council Tax and Business Rates in 2021/22 to reflect the 
new levels of payment and to adjust for the increase in Council Tax Support.  This 
will further reduce the income the Council has available to fund its Budget in 
2021/22 by around £1m, giving it a double hit in that year. 

3.23. As mentioned above discussions are underway to flex the accounting rules for Local 
Government to allow the spreading of some of this financial pain over a longer 
period.  Once the Government announces the details, we will be able to revise the 
forecast of the impact for 2021/22. 

3.24. Additionally, the Government has announced its intention to continue to 
implement major reforms to the distribution of funding to local government.  These 
were previously set to be introduced for the current financial year but were 
delayed due to Brexit and other issues.  Our previous assessment as outlined in the 
February 2020 Medium Term Financial Strategy (MTFS) presented to Cabinet in 
February 2020  anticipated that Revenue Support Grant would end under these 
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changes costing the Council £1.5m of funds.  The February 2020 MTFS also 
assumed these reforms would reduce the amount of Business Rates the Council 
would be allowed to retain, but that any decrease instigated by the Government 
would be offset by local economic growth and overall net impact would be 
£600,000 of growth from this area to the Council.  The economic impact of COVID 
19 would significantly call into question that assumption at the present time and it 
must now be considered as likely that the downturn in the economy will wipe out 
all the expected growth in this area and that Business Rates available to support 
the 2021/22 Budget will flatline or decrease compared to 2020/21. 

 

Impact on Financial Health 

 

3.25. The current forecast of the Council’s Financial Outturn position at the end of March 
2021 is an adverse variance  of £1.7m.  The Council holds approximately £2.1m in 
General Reserves and therefore will be able to absorb the overall loss in 2020/21. 

3.26. General Reserves will however fall to around £400,000 as it enters 2021/22 
Financial Year.   

3.27. The Council will face significant financial pressure in 2021/22 due to the need to 
account for lost Council Tax and Business Rate income and increased Council Tax 
Support from 2020/21 in 2021/22.  It is also likely that we will face a reduction of 
£1.5m in Revenue Support Grant in 2021/22 and potentially lower Business Rates 
and Council Tax Income and the continuing financial impact stemming from 
increased Council Tax Support claims. 

3.28. The scope for the use of Reserves to help with the Budget pressures in 2021/22 will 
be depleted and the Council will face making tougher decisions than it would have 
otherwise have had to do to maintain a stable financial position over the next few 
years. 

3.29. As a consequence, we may need to transfer back the balance of unspent funds on 
the Invest to Save Reserve to the General Fund Reserve and commit to transferring 
any annual future surpluses generated over the next few years in total to the 
General Fund.   

3.30. The extent of the loss in 2020/21 may be mitigated if the Government provides 
significant financial support to the Council to assist Hyndburn Leisure and the 
Hyndburn Hub is not called upon to provide a food programme to the local 
population over the remainder of the financial year.  The position will also improve 
if we do not incur high levels of bad debt and can avoid the potential additional 
costs arising from the virus in Housing, Cemetery & Cremation Services and Waste 
Services.  
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4. Alternative Options considered and Reasons for Rejection 
 

4.1. Not applicable.  This report is for information purposes. 

5. Consultations 
 

5.1. Not applicable  

6.  Implications 
 

Financial implications (including any 
future financial commitments for 
the Council) 
 

As outlined in the report. 

Legal and human rights implications 
 

Not applicable 

Assessment of risk 
 

Not applicable  

Equality and diversity implications 
A Customer First Analysis should be 
completed in relation to policy 
decisions and should be attached as 
an appendix to the report.  
 

Not applicable 

 

 

7. Local Government (Access to Information) Act 1985: List of Background 
Papers  

 

Council Meeting 27th   February 2020 

General Revenue Budget 2020/21 

Medium Term Financial Strategy February 2020/21 to 2022/23 

The report can be found by clicking on this link 

Council 27th February 2020 

And downloading the relevant PDF from that page. 

Appendix 1 

http://hyntranet/index.php?option=com_remository&Itemid=80&func=startdown&id=1407
https://democracy.hyndburnbc.gov.uk/ieListDocuments.aspx?CId=130&MId=2472&Ver=4
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COVID 19 Outline Forecast Impact 2020/21

Forecast Position 2020/21 excluding COVID 19 

SURPLUS 

288,000£             

Additional COVID 19 Costs and Income Losses

Financial Support for Leisure Sector 900,000£       

Rough Sleeping & Homelessness 50,000£          

Operation of Hyundburn Hub 488,000£       

ICT Additional Investment Homeworking etc 150,000£       

Cremetery & Cremation Services 45,000£          

Waste Services Additional Staff Cover and 

Equipment

80,000£          

Planning System Upgrades to Full Remote 

Functionality

50,000£          

Finance & Corporate Revenue & Benefits 500,000£       

Finance & Corporate Other 508,000£       

Personal Protection Equipment 60,000£          

Sales, Fees & Charges 371,000£       

Total 3,202,000£    

Combined Normal Opearting Surplus with 

COVID 19 Additional Costs & Loss of Income

Loss 2,914,000-£    

Government COVID 19 Support To Date 1,039,000£    

New Burden Funding Business Grants 130,000£       

Forecast Overspend 1,745,000-£    


